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A. Meetings, Seminars and Personnel Acticms
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Feglon IX lnemployment Insurancs Research Ssminar

Regicn IX held anunempleyment insurance research seminar on Septenber

& = 7, 1579, in Ban Francisco. The mesting was chaired by Walter Festle,
Fegional Beonomist, The purpose of the meeting was to reviow the
redearch programs of MArizema, Califormia, Hawaii, and Mevada: o discuss
ways of encouraging support and coocperatich forr Stabe UI research: and
to arrive at a matual agresment as to what core produsts should be
required of a State Ul ressarch unit {(the minimm products expected of
an ajeduate State Ul research unit). Current research sponscred by

the national ofFice and patiomal office program emphasis were also
discussed.

Participants in tho seminar were as follokes:

Feglo TX Walter Poatle
Albert Chiu
Elaine Tom
Sheyryl Cresnberg
Arizong Robert 5t Louds
Califernia ban Walls
21ien Frazier
Hawaii Tonany Mark
Nevada Jim [arma
Tom Hills

Mational Office Jokinn Folrinecn
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Cuantitative Methods Seminar

A quantitative methods seminar for State UL researchers, sponsored by the
naticnal office and the Arizona agency, wa3 held in Fhoeniw the week of

September 10 - 14, 1979,

Classroam and workshep instpuction in the tech-

niques of regression and time-series analysis was provided by Rex Cottle,
Clemson University; Ronald Qaxaca, University of Arizona; Rebert St. Louis,
Arizana agency, and James Van Erden, natiomal office. Attending the
geminar from the State agencies wers:

Reqgiom

Fegdon

Fagion

Region

Regicn

Fegicn

Region

Fegion

I:

II:

IITI:

VII:

VIII:

Fena Kotcamp, Massachusctts
Tom A len, Maine

Roger Gerby, New York
Vivian shapiro, New Jersey

Faul Cope, Pennsylvania
John Wiea, Maryvland

sherryl Bdge, Georgia
Doug Fotter, South Carclina

Tem West, Michigan

Pat Fuselier, Louislana
Dapiel Conti, Mew Mexico

Stewe Kadolph, Iowa
Bill Hiklack, Missouri

Ward Stilea, Montana
Bill Hwrner, Utah

Allen Frazier, Califrania
Bub Butler, Nevada

Zena Webbhey, Arizona

Richard Porterfield, Arizona
Joa Sloan, Arizona

Joe Anderson, Arizona

Jogn Young, Arizona

Jerry Fackrell, Idaho
Sharon ¥elly, Washington

In addition, Howard Andreason of Reglon VII office, as well as Paul Mackin,
Felen Monheimey, John Robinson, and Steve Wandner of the national offics,

atternded.



Benefit Fipancing Seminar

Curing the week of Mowvesher 5=-9 the mational Office staff of the
Divisicn of Actuwarial Services held a seminar on Unemployment Insurance
Benefit Financing and cost estimating at the Breech Bcadmmy in Kansas
Citv. This was similar to cnesheld 1976, 77 and 78,

The wesk of concentrated activity included such matters as cost and
workload estimating, revenue and bepefit financing, ewperience rating,
tax rate achedules, taxable wage kase, trust fimd adequacy, and fore-
casting and econametric models. In addition, there were evening lab
sescions and time allotted for individual oonsultations oo State
finaneing problems, Mike Roming of the Mational Chamber nf Conmerce
prasented the emplover view toward financing the system.

The. semingr was attended by 22 State participants and 2 regional office
participants, Selection was limited to one pmr State or region and
was based on fiscal conditich of trust fmds, cqualificaticn of nominees
and attendanco at previons seminars. It is planmed to continue to hold
e of these sominars each [Miseal year.



HATICHMAL COMMISESION ON UNMEMPLOYMENT COMPEMSATION

SCHEDULE OF REMAINING MEETING DATES AND PLACES

2

",
KN

Harch 27-2%, 158D
Oklahoma City, Cklahoma

- April 17-19, 1980

Austin, Texas

May "15-17, 1980
dustin, Texas

June 12-14, 1980
Chicago, Illinois

June 28=30, X980
Austin, Taxas

July 25, 1980
Washington, D.C.
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States to be Visited by UIS Agtuarial Division Staff
During FY 1980 and Quarter of Visit

The following schedule represents tentative plang for wisits
to SESA's concerning trust fund adequacy. Thig iz a follow
on to FY 19792 visits to provide technical assistance to
Etatesz and work with the agencies in providing a plan to
achleve financial solvency/adeguacy in a reasconable time,

January - March Quarter

State
Delaware
HNew Jarsey:
Puerto Rico
T Vermont
Virgin Islands M.
Virginia
West Virginia

ny o

April - June Quarter

Arkansas
Florida
Illinois
Pennsylwvania

Wisconsin

ﬁ«w{;
M



MATTONAL OFFICE PERSCONMET, ACTIONS

During the peried from October 1978 to October 1980 Roger Rossl 15 on
an IPA assigrment to the Virgin Islands Employment Security /gency.
John Fobinscr is the Acting Chief of the Davision of Rosearch Services
during this pericd., <Carolyn Sperber is currently on an IPR assignment
+0o the New York Department of Lakor.

fWBH has moved into a now phase of operations. Mr. Curt Harding has
raturned o Utah to work on (WBH on a part time basis. Curt will co—
ordinate the development of Record Tyvpe § {automation of recuired
reportingd , and asaist States, through the University of Utah, with
gelection of Sample 5ites.

Pat Skees is now the OWBH coordinator and chairman of the Natienal Work-
grolr.

The project has acquired comtract ENF staff to replace the UISDT in
Lodisiana. 1The contractor is Genasys which is vrowiding six staff members.

Tony Baglio —— (WEH Task Manager

John MoRae — (WBH Svstems Enalvst

Tottic Twing —— (WBH Database Systemz Analyst
Eill Chertack — OWBH Progranmmer

Sahrina Dotson —— CWBH Librarian

Vacanht —— {WBH Record Type @ Systems Analyst

These pecople arz responsible for creation, maintenance and support of The
{WBH Naticnal Database.

CWEH has also contracted with Boeing Compruter Services to prewide the
naticnal office and States with hardware, software and network support
for access to the Mational CWRH Database. Booing will allow States as
well as natrional users access to the Database 24 hours a day through the
B°S metwork. A Data Set DOLO 18. CWBH Mews provides users with infor-
mation regarding availability of States and formats 0f saelected data.
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B. EBecent Legislative amd Financing Developments
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Change of Trigger Rate Calculationa for the
" Extended Benefit Procgram

Sumnary of hanogs

The Department of Lebor's regulations on Extended Bemefits have been
amended to revise the method of computing naticnzl and State "on” and
"off" indicators for Extended Benefit Pericds. The regulaticn has been
anended so as to eliminate weeks claimed for Federal-Gtate Extended
Benefits and State additicnal benefits from the camutation of the indi-
cators.

Background

Tublic Law 51-373, enacted in 1970, created a permanent program of Federal-
State extemnded benefits gvailable when indiwidoals exhapst thedr reqular
mnemolerment benefite during pericds of high wnempleoyment. Under thia
program benefits become payable on the basis of either g "Naticnal" or
"State" trigger based on the "rate of insured wnemplovment [TUR)" within
the Nation or a given State. When implementing this prosrision of the

law in 1970, the Egployvment and Training Administration concluded that

the calrulation of the "rate of insured unemployvment” should include not
only claims for reqular unemployment benefits but also claims for exterdded
Eenefits. At the time thiz decisicn was made, there was no historical
Precedent to lock to for gquidance, and there was inspfficient considera-
tion given to the impact it would heve on varying States under essentially
similar conditicns,

The trigger rates for the program (which are computed ag a 13-week moving
average} are as follows:

Matiomal trigger - 4.5 percent IUR, seascnally adijusted.

State trigger - 4.0 percent IUR, unadjusted and 20 percent
higher than the average of the previous 2 years

or

7.0 percent IUR, without the 20 percent higher
criteria if the States have so provided in their
State legislaticn. A tobal of 38 States hawve
waived the 20 percent higher criteria in their
legislation.
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Tmpact of Chatige for Fiscal Yeéar 1380

Uilizing the Administration's latest official (1981 Presidental Budget)
eccnomio asswotlons for FY 1980, which assumed a total imemployment rate
averaging €.65 percent and the IUR avoraging 3.7 percent, we project that the
proposed change would reduse outlays by §224.8 million, The following reflects
the econcmic assumptions and projected costs for FY 1280:

Unsmploymemt rate EB costs {millions)
Total Insurad Inchiles EE Excludes ER
FY 1980 B.65 3.7 51,446.7 51,221.9

arqurents for the Change

1. The inclusion of EB claims in the trigoer rate calculation, after an EB
perind begins, results in a different measure of economic hardship being
uged for begirming the EB pericd than for ending it.

2. Tnequities may oocur among States in that twe States with similar TUR's
may find one State paying EB while the other is not,

The inequities may occwr because:

a. In the First State, its IUR reaches the oritical value and declines,
but the State continves to pay ERB becauze the inclusion of EB claims
keepe the new TUR above the critical value, whersas the second State
which fell just short of the oritical wvalue paye no EB at all,

b. A State with an TUR ¢reater than 4 peroent may be unable to satisfy
the criterion of being 20 percent shbove the averags rate for the
pricr 2 years due to the count of EB claims in the pricr peried,
whereas a States with an identical TUR without pricr EBE claims mayr be
able to satisfy the 20 percent rule and pay EB,

3. High wemployment in a few large States which pay EB due to their State
trigeers may cause the procram to trigger oo natiomaliy when wnemploy-
ment is low in other States.

4. The present calculation tends to keep the EB period in place well into
a recovery period when the need is loss approoriate.
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5. The change would reduce owerall EBE outlays from both State il Federal
trust fimds. This would, in bun, redues payroll taxes which are
considered inflationary.

6. The change at this time will haw no imrediate impact on any State.
The three States currently paving EBE {Alacka, Puerto Rico amd Michigan)
will remsin trigoered con.

arguments Against the Change

1, The change would reanlt in a reducticn in the length of an EB period.
This, in tun, would result in fewer claimants receiving EB.  Some
claimants would receive no BB while others would have a reducticn in
the duration of their EB.

2, The reduction in the extent of the EB pericd would, in most cases,
recuce the level of cutlays in a recessionary period, thereby re-
ducing the macroeccnomic impact ¢f UL benefits on overall economic
activity.

3. Some measure of exhaustees from the regqular program shoonld be in-
clude? in the determinaticn of the need for EB. While the proesent
calculation does not meet the entire goal, it does move in that

rE_E_fe{:tive Date of Changs

The proposed change was published in the Federal RFegister on June 15, 1979,
for comments gntil Anguat 14, 1979, The change was published in final

in the Jammary 3, 1980, Federal Register to take effect Febwuary 3, 1980,
with respect to coamputation of Insyred unemplcgwent rates on and after
that date,
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FENSION DEDUCTICN PROVISION

Public Law 94-366, the Unemployment Compensation Fmendments of 1976,
added a requirement to section  3304({a) {15) of the Federal Unemploy-
ment Tax act (FIMA) that States reduce an individual's weekly benefit
amout by the amount, prorated weekly, of any "...pensiom, retirement
or retired pay, anmuity, or any other similar periodic payment which

is based on the orevious work of such individual...."” This require-
mont will become effective cn amlafter April 1, 1980, in the absenge of
additicnal (bngressicnal action. Teo bhills are currently being conzidered
in Congress that wonld agmend this provision to give the States two
gotions: (L) a State eould limit the deduction only o pensions based
cn service with a base—pericd ermplover and (2) the State ooald take into
accoumt, in making the deductirm, emplovee contributions to the pension,
retiramont or retired pay, antuity or other similar period payment,

Both hills that would amend secticon 3304{a) (15) of FUTA, H.R. 5507,
reportad out of the House Ways amd Means Committee, and H.R. 4612,
reported cut of the Senate Finance Qommittee, are awaiting floor actian.
while the bills contain identical lancuage to amend the pension deductisn
provision, the Sonate bill includes many additicnal amondments not
four? in the House bill. Pecause of the differences betweon the o
bille, and the approach of April 1, 1980, it is impossible to accurately
oredict what action, if any, Congress will take in this matter.

H.R. 4007, introduced by Congressman Brodhead of Michigan, passed the

House on Wovember 7, 1979, and has been referred to the Senate Committes on
Finanre. The bill would permit States with outstanding Federal loans to
avoid avtamatic increases in the Federal porticn of the tax by cither
repaying the full outstanding amount of the loan, as permitted under current
law, or repaying the amount that would have been collected during the year
£ the incrsase in the Federal tax had taken place.

Billes involving the tax treatment of emplovees and independent contractors
received Congressional attention this year, althoigh final action In the
96th Congress seams remote, The purpose of all of the hills introduced
was to clarify the standards used for determining whether, for Tedersl
income tax withholding, social seswity and unsmployment tax purposas, an
irdividual is an independopt oomtractor or an employee. These bills
would tend to mwamt serviccs, which are now covered mnder State unerploy-
ment inaurancs laws, as boing perforved by independent contractors.

The hills would redefine the temm "emploves" so that a series of tests
would determine the status of an individual, i.e., whether the individoal
is an enploves or an imdependent contractor, and almest any individual
paid on a piecswork or commission baziz would ke considered an independent
coivtractor.



DECISIONS ON STATE

Secretary Marshall issued deci-
sipns Oct, 3] affocting seven states
certification for credits against the
federal wempleyment ax.  Four of
tlee states wers denicd ceetification at
this time.

As oa result of the Secretary's
action, Alabarma, Nevada, New Hamp-
shire, wiid Ponmsyleania weree not cetti-
fied hy the Secretary far the 13-moath
period ending Oct. 2L, 19749, This lack
af certitication will, when il becoines
effective, result in =mpiayers in thase
statos Jp=ing thoir coedits ol wp te 2.7
percent of the tedersi wmemployment
tax owileh 8 ocdtrent]ly 34 peroent of
the tirst %6500 paid to a worker per
VEar.

Tae federal meinplavment tax is
imposed on empleyers 0 part Lo
Iinance  the administrative <osts of
aperating stats uneTplayment
insuranoe programs. Emplayvers get a
—ax brmak in tho forn ol o credss
againrst the tax if they are covered
under a state une nploy:nent insuranse
law  *hat mecti  rertaisn nwaloudr
standards established in the Social
Jocurity Acl and the Internal Revenue
Code of 19534, The elfest ol noneerti-
firation meAns emnplayers inoan at-
Lected state will legse all o part of the
rredit thoy are ardinaerily eotitled to.

Cerlilications ate made on Oct.
31 9f ez year under sactions 3307 and

This article apoeared in the ETR Interchange,
labor, Employment and Training Administration,

Decembear 1973,
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CONFORMITY TOC TEDERAL REQUIREMENTS

1304 of the Internal Revenoe Code of
195% 1o infarm states of employers'
elipibility for credits agalnst their
federal unesnployment tax Hability.

Here are the decisions alfecting
the seven states. The Secretary ruled:

- in favar of Delaware, New
Jersay, and Mew Yark on the question
ot whether the states may robieve
employers of unemployment  benefit
liability  wndet specified conditions

l

Update on above article

when Those employers have chosen the
reimbursement  method of financing
benefit oosts attributable to work in
their employ.

™ That Alabama and Nevada
failed 1o ¢over chocch-telated ele-
mentary and secondary schools  [ov
urnemployment counpensation pUrposcs
as required by fedoral law,

- Thul Pennsylvania violated
certain federal law reguirements re-
garding denial of henefits between
schoot years and during school vaca-
tian periods.

. That MNow Hampshire failed
to cover [ur unemployment compensa-
ton purpases ol of the types of
employees who perforined wark fqr
governmental entivies and renprofit
pruanizations as required by the
federal law. The state also failled to
provide adequate financing for unem-
ployment  cempensation  far which
those entities are liable.

The Secretary's action to with-
held certification cannot beommo ef-
[ective for up to 61 daws after the
Governot of each of those slates has
been natified of the Secrctaty's
decision,  The states are aliowed by
the federal law to appeal the decisions
during the el-day pericd to a 1. 5
Couwrt of Appeals.

U.5. Department of
Yolume WV, Mo.lZ,

In Decombor 1279, Alabama, Nevada, and New Hampshire appoaled

The Sccorctary'a declsicons adversc to themnm,

The Secrelarv's

action to withhold certification for the 12-month pericd at issue

iz wnder a Court inposed stay.

The State of Peansylvanla in

Docomber 1979, amended i1ts unemployment compensation law to
correct the non-conforming provisions and the Blbabe agency took
actign retroactively to bring the State into substantial com-

nliange with the Fedeval law provisions involved.

Pennsylvania

was, accordingly, certified by The Secretary on December 26, 1979,
for the 12-month period onding October 31, 1879,
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Ioan Status as of Decenber 31, 1979

The Tedoral wmemplovwment accommt in the Dnemplovrent Trust Tund has
provided a total of $5.6 billion in loans to 25 States which exhausted
their wenplovment fund reserves owver the past sewveral years. These
loans are interest free ard must be repaid within 2 years to avoid
additional employer tax liability. Sines 1975 mest 3tates have avoided
the tax increase by meeting certain criteria aimed at restoring solvency
to their funds. This has resulted in £f11 repayment by 12 States and
partial repayment by 8 other States. By January 1, 1980, the amoamt
of loans sutstanding was reduced to 53.8 billion owed by 13 States;
rrmectioat, Delaware, District of Cohmbdia, Il1lincis, Maine,
Massartusetts, Motana, New Jersey, Pemnsylvania, Puerto Rico, Fhode
Isiand, Vermmt, and the Virgin Islands.

Puring 1979 Alabama, Arkansas, Minrescota, and New York would have been
ingluded in the abowe list buk they made full repayment prior to the
Mosrember 10 deadline and were therefore not subject ko the tax
increase. Michigan, which did hawe an outstanding Ioam balance on
Mowvember 10, made full repayment in Decader. However, the recent
surge in memployment has caused Michigan to require new loans in 1980.
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States with Outstanding Title ¥IT Loan Balances as of December 31, 1979

12775 Rlabama

4
1/76 Erkansas 0
32 Conpeaticut 370,897 . 307,31*
117795  Delaware 47,000,000 00
11595 Digstrict of Columkia 70,544,082 .94 %
4,/ 76 Flarida 4l
176 Hawszii 0
12798 Tllinois 336, 500,000,030
9/7%  Maine 36,400,000,00
3/76 Marvland O
4./75 Hassachusetts 231,770,000, 00
4./75 Mishigan o]
775 Minnesota 0
4/76  Montana 7,084,085 Q0
1576 Wevada o
1/75 Hew Jersey 651,%28,000,90
T Wew York C
371 Chia W
2776 Oregdn 0]
0,75 Pennsylwania 1,222,295,9235.00
4/73 Puerto Rico &0, 700, Q00,00
2/%%  Fhode Island 1a2 763,478, 36*
2/74 Yermont 40,738,604 73*
2775 Virgin Islande 10,405 OO _ 00
2773  Washington o
Total Coestanding Loans — Dec. 31, 1279 § 3,826,936,547.34

*Indicates States making repayments through reduced employer credits



